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KEY ECONOMIC INDICATORS: IRAN 


All values in million U.S. $ Exchange rate as of June 1 
unless otherwise stated 1972 U.S. $1.00 = Rials 76.25 
E*x** 
ITEM (1970) (1971) 1972 % Change Rate 
Cummulative ** of Growth 
SUE 9 FRU EU, EMT! 
GNP at Current Prices (5/72) 9853* 11466* 12360* 18.5 18.7 
GNP at Constant Prices (1969 prices) 

(5/72) 8180* 9173* 9658* 13,1 12.6 
Per Capita GNP, Current Prices (5/72) 339* 3797 404* 14.8 15.8 
Investment as % Current Gn (C31) 20.3! 23.0, 

‘Sawinas as % Disposable In¢ome (CBI) 21.0! 26.6 
Indices (base year 1969) 
Industrial Production (CBI) (12/71) 123.6 148.2 
Industrial Wage & Salaries (CBI) 
(12/71) 118.6 135.6 
0i1 Production mil Barrels (4/72) 1402 1660 577* 10.8 
Wheat Production Thous MT 3800* 3000* 4066* 


MONEY AND PRICES 


Money Supply (3/72) 1223 1423 1538 25.1 
Public Debt Outstanding 

Domestic Net (CBI) (3/72) 1091 1064 1047 

External Debt, Net, non-military 

(3/72) 1410* 1860* 2085* 

Discount Rate (CBI) (4/72 8 7 7 
Indices: (Base Year 1969 

Consumer Price (CBI) (4/72) 101.8 106.5 115.3 7.6 

Wholesale Price (CBI) (4/72) 103.8 111.6 118.3 6.9 
BALANCE OF PAYMENTS & TRADE 
Gold & Foreign Exchange Reserves, : 

Net (3/72) -199* 75.97 314,9* 
Balance of Payments* (3/72) -239,8! 485.3 
Non-oi1 Exports, FOB (CBI) 265.9 362.2 

U.S. Share (%) | 15.3 13.0 
Imports 1916* 2283* 

U.S. Share (%) 17.0 21.1 


Main imports from U.S. (1971) 
Machinery 104.4, Transport equipment 98.3, Food and live animals 31.8, Vegetable 
Oils and Fats 23.8, Manufactured goods 23.3, Chemicals and pharmaceuticals 20.9 


*Embassy estimates **(C/same cumm, portion of B) *** Average growth rate for period 
indicated measured on annual basis of current year to date 


Ipata as of end of Iranian year 1349 (March 20, 1971) or 1350 (March 20, 1972) 
SOURCE: Central Bank (CBI), Ministry of Finance (MOF), International Financial Statistics 





SUMMARY 


The Iranian economy continues to surge forward briskly with gains 

in Gross National Product in constant prices of thirteen per cent 
registered during 1350 (March 21, 1972 - March 21, 1973). Sharply 
rising oil revenues, large public sector outlays, expanded industrial 
Output, and an improved outlook for agriculture should assure a 
continuation of this remarkable progress during the current Iranian 
year. Foreign exchange earnings rose to a record $2.7 billion in 1350, 
producing a large balance of payment surplus and a quantum jump in 
foreign exchange reserves; a payments surplus has also been forecast 
for 1351. Deficit financing, the rising cost of imports, and a 
significant rise in liquidity have induced a 7-8 per cent annual rise 
in prices,a level of inflation which will probably persist into 

early 1973. Iran's dependence on external credits will continue but 
debt servicing problems appear to be manageable. 


Sharply rising foreign exchange revenyes, and a remarkable rate of 
economic growth have made Iran one of the best markets in the Middle 

East. Imports alone in 1351 are expected to amount to about $3.0 billion, 
a level of commerce which offers promising opportunities for both sales 
and investment. Competition for the Iranian market remains keen, but 
export opportunities are plentiful and prospects for increased U.S. 

sales to Iran excellent. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Rapid Growth - A Favorable Economic Outlook -- The past half year was 

aati marked by rapid economic growth and a further expansion of inflation- 
ary pressures, Iran's GNP grew in real terms during the Iranian year 1350 
(March 21, 1971 - March 20, 1972) by 13 per cent, and heavy public sector 
expenditures, the ready availability of foreign exchange, and liberal 
credit and monetary policies appear to assure a continuation of economic 
progress at or about this remarkable rate throughout the remainder of the 
Fourth Development Plan period (March 1968-March 1973). 


Petroleum developments again dominated the Iranian economy. Oi] sector 
earnings rose in 1350 to well over $2.1 billion and further and significant 
increases in oi] revenue appear likely. Petroleum exports grew by twelve 
per cent in the first quarter of 1972, and the completion this fall of 
additional export facilities, the continued development of present production 
areas, and changes in the established patterns of world oi] trade seemed to 
insure Iran a 1351 oi] income of about $2.7 billion. As in the recent past, 
Japanese demand for lighter crudes has been a dominant factor in the 
expansion of Iran's oil exports. In other developments of far reaching 
consequence, agreement was reached between ELF-ERAP/C, ITOH and the NIOC 

fer the construction of a liquefied natural gas (LNG) plant at Kharg Island, 
and American interests were proceeding with plans for another LNG facility 
which would exploit a major offshore gas field near Bushehr., When completed, 
the output of these projects were expected measurably to augment Iran's 
annual foreign exchange earnings, 


Iran's industry has also surged ahead impressively. Petrochemicals, 

basic metals, and textile output grew considerably in the reporting peried 
and producers of white goods and other consumed durables also registered 
substantial gains. These phenomena were accompanied by a rise in industrial 
employment and a substantial hike in industrial wages and salaries. New 
business starts were plentiful in 1350, and fixed capital investment in 
industry reportedly rose by 14 per cent. Government efforts to stimulate 
greater efficiency in local industry were continuing, and proposed 
manufacturing projects have been examined carefully with regard to their 

need for customs protection, use of local resources, and anticipated earnings. 


Mineral production expanded during 1350 to meet the growing needs of the 
construction industry and the Isfahan steel mill. Mineral exports, however, 


have remained static. The Ministry of Economy has moved ahead with 

plans for the exploitation of the extensive Sar Cheshmeh copper deposits, 
a project to be developed by an Iranian Government entity and a U.S. 

firm working under a technical service contract. Conclusion of this 
contract is expected to permit the Government to focus on the promulgation 
of a comprehensive national policy for minerals development, 


Boom conditions continued to prevail in the construction industry as 
large Government outlays for infrastructure, the ready availability of 
credit and a high rate of return on capital combined to produce a record 
number of new construction starts. Rising demand for housing, the impact 
of an ambitious 1351 Government budget, and increased private sector 
investment are expected to sustain a vigorous level of activity in this 
sector throughout the remainder of 1972, Further, and perhaps substantial 
rises in construction costs are also anticipated, 


The service sector, which has provided for over one-third of Iran's 

GNP, is expected to expand in 1351 by some 8 to 9 per cent. Most of this 
growth will be generated by Government outlays for communications and 
transportation, increased expenditures on public services,and rising 

levels of trade and commerce. Iran's 3.2 per cent annual population increase 
and the heavy migration of small farmers to major urban areas have created 

an enormous demand for public services which is only partly met by increased 
1351 budget outlays for social development. 


Following two years of wide-spread and disastrous drought, the outlook 

for Iranian agriculture in 1351 appeared to be promising. Excellent 

crops of rice, cotton, sugar beets and nuts have been forecast and total 
farm output may be as high as 6 per cent above normal levels of production. 
Spring cereal crops have been damaged by unseasonable rainfall, but Iran's 
production of wheat and feed grains should, nevertheless, be at least one 
million tons larger than in 1971. Anticipated shortfalls in meat, citrus 
fruit and vegetable oil production will be covered by imports, The 
purchase abroad during 1972 of sizeable quantities of wheat and feed grains 
also seems likely, Rising standards of living, rapid population growth 

and the desire to stablize the internal price of basic commodities have 
caused the government to boost significantly foreign exchange allocations 
for agricultural imports. 








An Ambitious Budget - Rising Levels of Liquidity -- Increased spending 
for both economic cdl Zantad development and the rising cost of national 
security have continued to reinforce the position of the public sector 
in Iran's economy. Government outlays in 1351, for example, will rise 
by some 28 per cent to $5.9 billion, an amount equal to 43 per cent of 
estimated 1351 GNP, Public savings have climbed steadily but revenue 
has not kept pace with the cost of public sector consumption and invest- 
ment and a sizeable ($1.7 billion) budget deficit is again anticipated. 
‘This shortfall is to be covered by drawdowns on foreign loans and 
internal borrowings, primarily credits from the banking system. Over 
half of these borrowings will be utilized to discharge past debt, but 
the financing of the 1351 deficit will, nonetheless, add to current 
inflationary pressures and result in a further diversion of resources 
to the public sector. Projected oi] revenues will provide about 40 per 
cent of the GOI's 1351 income while direct and indirect taxes (22 per 
cent), miscellaneous income (8 per cent), and internal and external 
borrowings (30 per cent). account for the remainder. 


Rising foreign exchange revenues have substantially reduced Iran's 
dependence on external financing; but, the Central Bank is expected to 
continue to make use of some $750-$850 million in long and medium term 
foreign credits annually. Capital requirements for both defense and 
development will rise rapidly in the Fifth Development Plan period (1973- 
1978), but Iran's resource base will, in all likelihood, grow apace and 
debt servicing problems are not now anticipated, Burgeoning oil] revenues 
and prospective LNG and copper earnings have captured the interest of the 
U.S. and European financial communities and assured Iran of ready access 
to medium-term, hard currency credit. Moves to reduce the cost of Iran's 
foreign borrowing are also under consideration, These measures seemed 
likely to include a gradual entry into the long-term bond market with a 
view to extending the term and altering the structure of Iran's overseas 
obligations. Foreign exchange debt repayments in 1351 are projected at 
about $560, or a debt service ratio of 17 per cent. 


The rapid growth and investment of 1350 were accompanied by a marked 

expansion of credit and a substantial 25 per cent hike in the money supply. 
Credits to government agencies grew by almost one-third during the 

latter half of 1971, but sharply rising foreign exchange earnings parodoxically 





permitted a modest reduction of net banking system claims on the 
public sector, Private sector credit meanwhile climbed on an annual 
basis by over 20 per cent. An apparent shift to an “easy money" 
policy was signalled in August of 1971 when the Central Bank rescinded 
a requirement that commercial banks hold 16 per cent of their "excess" 
deposits in government bonds. A recent rise in interest rates on 
saving deposits should result in a further growth of private sector 
liquidity. In contrast to the previous four years, bills protested in 
1350 increased only marginally. 


Record Foreign Exchange Receipts - Increased Pressure on Prices -- An 

$850 million jump in 011 Sector receipts and increased earnings from 
non-oil exports produced a record $485 million balance of payment surplus 
in 1350. Foreign exchange income topped $2.7 billion permitting a 16 

per cent rise in imports, a sizeable increase in foreign exchange reserves, 
and a significant reduction of the 1350 budget deficit. Foreign exchange 
revenues for the current Iranian year are presently estimated at about 
$3.3 billion, a level of earnings which should allow for a continuation 

of a surplus balance of payments position. Heavy current and investment 
outlays, accelerated private sector demand for imports and purchases abroad 
to control prices are expected, however, to cut back significantly on 

the size of the surplus. Iran's gross foreign exchange reserves climbed 
dramatically in 1350 to $790 million, an amount almost three times greater 
than that held a year earlier and a sum equal to about one-fourth 

of projected 1351 imports. 


Retail and wholesale price levels climbed appreciably in 1350 and this 

trend is expected to continue. The rising cost of imported factors of 
production, shortfalls in domestic supply, and sharply increased levels 

of liquidity have induced inflationary forces which can only be acerbated 

by the financing of the 1351 budget deficit. These pressures may be 
somewhat moderated by a higher level of agricultural output and the increased 
use of exports to regulate prices, but inflation at a level at or above 

the 7-8 per cent rise registered in 1350 appeared likely. 


IMPLICATIONS FOR THE UNITED STATES 

Rising Imports - Intensified Foreign Competition -- Political stability 
and an sabi tTous and successful development effort have combined to make 
Iran the most attractive and promising market for U.S. producers and 


investors in the Middle East. Growing oi] revenues and a continuing 
ability to attract external resources underwrite a rapidly rising level 








of imports and investment and a remarkable rate of economic proqress. 
Iran's imports for the year ending March 21, 1973 are expected to total 
about $3.0 billion, and another $370 million has been allocated to cover 
the cost of external services. In consequence, foreign firms and 
financial institutions are intensifying their efforts to exploit Iran's 
large and growing commercial potential. American business has been 
actively participating in this process, and efforts to establish new 
dealerships and enlarge and reinforce existing trade relationships have 
met with substantial success. At present over 1600 U.S. companies are 
represented locally, a testimony to the importance that U.S. business 
attaches to the Iranian market. 


American firms selling to Iran face keen competition from both Western 
European and Japanese business. Foreign companies carefully cater to 

the needs of the Iranian market and generally offer attractive financial 
and servicing facilities. U.S. companies should give careful consideration 
to these aspects of their sales effort and to the importance of an 
aggressive and competent local representative. 


The Export-Import Bank continues to support the American commercial] 
effort in Iran strongly and early commitments on financing continue to 
be an essential element in concluding important contracts. Iranians 

are experienced comparative shoppers and such considerations as 

advanced technology, product reputation and quality, and well established 
post sale support facilities often permit a U.S. company to overcome the 
apparent price advantage of a foreign competitor. The December 1971 
changes in currency parities -- the devaluation of the dollar and Iran's 
decision to maintain the rial on a parity with the U.S. dollar -- 
materially enhanced the sales potential of American products in Iran 

and have resulted in a rising level of U.S. exports to this area. 


U.S. Trade Position Strengthened -- A spectacular $155 million jump in 

1971 exports permitted the U.S. for the first time in a decade to supplant 
West Germany as Iran's largest supplier. The U.S. share of the Iranian 
market in 1971 increased to over 21 per cent and first quarter 1972 trade 
Statistics and an anticipated $40 million in sales from a recent highly 
successful U.S. exhibition of industrial and medical equipment in Tehran 
(USIME '72) indicate that American business in 1972 will again supply 

about 20 per cent of Iran's import requirements. As in the recent past 
American suppliers of heavy construction equipment, agricultural implements, 
refrigeration, air-conditioning and heating equipment, office machines, 





communications and electronics equipment and facilities, medical, 

hospital and laboratory supplies, food packaging and processing equipment, 
electrical, textile and metal working machinery and automotive parts, 
servicing equipment, and fittings appear to have the best prospects 

for sales to the Iranian market, but expanded activity in petroleum, 
metals, mining, communications, and agriculture would also seem to 

offer new opportunities for U.S. business. 


Of special mention has been the swift growth of public sector imports, 
Plan Organization appropriations for transportation, power, and 
education were increased appreciably in the 1351 budget,and new stress 
has been placed on agriculture, housing and rural and urban development. 
Government imports will exceed those of private sector by over $200 
million in the current Iranian year and U.S. business should give 
appropriate consideration to this growing volume of public sector 
procurement. A $200 million petroleum pipeline from Tehran to Tabriz, 
a major $50 million expansion of the Tehran Telephone network, and 

the construction of a large, $200 million dam project in the Lar Valley 
are only some of the numerous and significant trade opportunities which 
i carte being offered to qualified and well-represented foreign 
firms in Iran, 


Interesting Investment Opportunities -- Key Iranian leaders appreciate 
their country's need for technology and foreign expertise and have been 
generally pragmatic in their approach to the foreign investor. The 
anticipated expansion of oi] production, and development of the LNG industry 
could, over the next few years, result in a possible doubling or trebling 
of local foreign investment and further consolidation in Iran's position 
as one of the world's foremost suppliers of raw materials and petroleum 
products. Moreover, investment during the Fifth Development Plan period 
may total as much as $30 billion with emphasis on infrastructure, 

mining, and agriculture. Discovery of a major copper site in Kerman in 
addition to the proved deposit at Sar Chemsmeh is only the latest in a 
series of significant new business prospects. Investment guaranty 
applications of U.S. companies now total about $65 million, a valuable 
indicator of the growing interest of U.S. businessmen in Iran. 








Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 


that it's possible to market American wines in France. Sur- 


prised? Read on. 


You're probably aware of the effect of the new cur- 


rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 


But are you aware that you need pay no tax on one- 


half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970, domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 

Take advantage of all the services available to you 

from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts.. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 
Consulates. ; 

Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manu’ 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it's time you broadened 
your overseas markets. If you're not in exporting, it’s time 
you got started. 

There's no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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